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PRESIDENT’S 

LETTER 




W ayne E. Brown, President, Big Bear Stores Company. 


April 30, 1962 


To Our Stockholders: 


It is a pleasure to report to you that this past year was a most productive 
one for our Company. Important progress was made in the training and development of 
our organization and extensive improvements were made in many of our stores. 

Our consolidated sales for the past year amounted to $96,227,051.04, an 
increase of 4% over the previous year, our largest ever; and what is more important, our 
operations produced a consolidated net profit after Federal income tax of $1,827,517.16 
the second largest in our history. The latter was only $8,127.89 less than our record of 
last year. Increases in sales are not always accompanied by a corresponding increase in 
profits, by reason of increased expenses and lower profit margins. On the other hand, if 
the Company had not increased its gross volume and made a determined effort to retain 
and expand its present marketing area, the profit picture would no doubt have suffered. 

The over-development of new supermarkets in certain areas and the in¬ 
tensified activity of competition to maintain sales volume increases the responsibilities 
placed on all Big Bear employees and particularly management. I am very happy to 
report how Big Bear compares with other grocery chains. 
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Our net profit after special adjustments but before federal income tax 
this year was $3,742,374.95, a return of 3.9% on sales, whereas our net after tax as 
recited above, was 1.9% on sales. An independent survey made in 1961, based on the 
results of retail grocery and meat chains in 1960, indicated that the average net profit 
after tax to net sales was. only 1.04% of sales, and the average of the upper one-fourth 
was 1.47%. The same source indicated that net profits on tangible net worth was 10.26% 
on the average, and 14.79% in the upper one-quarter. In the year just completed, Big 
Bear and its subsidiaries earned 19.10% of its consolidated tangible net worth at the 
beginning of the year. 

These are not the only criteria of good management, but they are impor¬ 
tant ones to stockholders, and the comparison indicates that Big Bear is at or near the top 
in grocery chain operations. 

So much for the over-all picture, and now to be more specific. 

Three new stores were opened during the year. On June 18, 1961, a new 
store was opened in South Zanesville, making two Big Bear stores in that city. This store, 
of 24,000 square feet, is part of a shopping center, and features the same quality of con¬ 
struction and equipment which has become a tradition of Big Bear. We believe we are 
building some of the finest, best equipped and most convenient supermarkets in the 
country today. 

The second new store was opened September 29, 1961, in the already 
established shopping center on West Lane Avenue in Columbus. This store, of approxi¬ 
mately 19,000 square feet, while a little smaller than our usual store (because of build¬ 
ing limitations in the shopping center), nevertheless contains the same features as our 
other stores. 

A third store was opened in Mount Vernon, Ohio, on November 20, 1961. 
This store is approximately 23,000 square feet in size, and is our first store in this area. It 
is located in a new shopping center now being developed. This store has the now traditional 
high front and new look of our other recent stores. 

Remodeling was performed at nine Big Bear stores during the year, with 
varying degrees of change being made. The size of the East Main Street store in Columbus 
was increased by fifty percent and all new equipment was installed. 

The Hart Stores unit at Evansville, Indiana was remodeled, including a 
new modern exterior, complete new signing and new interior. 

Buckeye Premium Stamps, Inc. (a wholly-owned subsidiary) has opened 
two new stamp redemption centers within the new Big Bear Stores in Mt. Vernon, Ohio 
and in Huntington, West Virginia. A total of twenty Buckeye Premium stamp redemption 
centers are now serving customers most conveniently in Ohio and West Virginia. 

The design of the Buckeye Stamp has been changed to accommodate a high 
denomination stamp named BIG-10. The BIG-10 Buckeye Stamp is equal to 10 single 
Buckeye Stamps. The BIG-10 provides greater customer convenience because it is faster 
in the checkout line and saves pasting time. The new Buckeye Saver Book has been de¬ 
signed to accommodate the new BIG-10 Stamps. The saver book, stamps and signs are now 
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similar colors and will provide color continuity in our stamp plan. 

Our plans for this year include the opening of five new Big Bear stores as 
follows: the completion of the store in Lincoln Center on West Broad Street in Columbus, 
now under construction; a unit in the Thurber Village Goodale Redevelopment Center at 
Goodale and Neil Avenues in Columbus; a store in the new Berwick Plaza Shopping Center 
located at the intersection of Route 33 and Refugee Road in Columbus; a second market 
in Huntington, West Virginia, and another at an undisclosed location. These stores will 
contain features designed to attract and hold customers, with innovations planned to 
further better serve and make shopping a real pleasure in our markets. 

In the past we have made every effort to maintain our favorable position 
in the market, which required heavy expenditures in advertising and promotion. We expect 
to continue our aggressive sales promotion policy, examples of which are contained in the 
photographs on the center page spread of this report. Various campaigns carried on during 
the past year, directing attention to Big Bear’s fine stores, merchandising, service, and 
personnel are pictured here. 

I am pleased to announce the advancement of M. J. Knilans to the position 
of a Vice President of Big Bear, and Stephen Kellough to Vice President and Treasurer 
of Buckeye Premium Stamp Company. Big Bear continues to make substantial progress in 
its program of executive development, management training and employee education. 
Special programs are being inaugurated to upgrade management and supervisory staff 
throughout the Company. 

As our operations expand both in volume and area, accounting controls 
become increasingly important. Not only is there an increase in the variety of factual in¬ 
formation required, but the speed with which the data becomes available to management 
is accented. We have improved our accounting functions so we are able to get our factual 
information faster and at more frequent intervals. We were the first to install 305 Ramac 
equipment in the grocery industry, and we have on order further new data processing 
equipment to be installed in late 1962. 

The directors have adopted a new dividend policy, effective April 1, 1962, 
in which the cash dividend will be increased from 14^ to 17^, payable April 1, July 1, 
and October 1, 1962. This has the effect of increasing the cash dividend from 42£ per 
share per annum, to 51 £. It is also their intention of paying a stock dividend of 2^/o% 
on January 1, 1963. This is in line with Big Bear’s policy of paying dividends partially 
in cash and in stock so that funds may be retained in the Company for further expansion. 

Further financial information relating to the operations of Big Bear and 
its subsidiaries, and photographs of several new stores are also contained in this report. 

I would like to express my appreciation to our employees, stockholders, 
customers, and our many other friends, who made this year a record year for Big Bear. 
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Carrousel-type produce displays and giant islands of frozen foods attract shoppers at Big Bear. 



Harmoniously blended displays of all merchandise invite shopping at Big Bear supermarkets. 
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BIG BEAR STORES COMPANY 
AND WHOLLY OWNED SUBSIDIARIES 


COLUMBUS, OHIO 


Sales and other income. 

Profit after special adjustment . 

Federal Taxes based on income. 

Net profit . 

Preferred dividend provision . 

Common stock: 

Earnings applicable. 

Shares outstanding: 

Class B voting . 

Class A non-voting:. 

In escrow. 

Other outstanding. 

Total common shares outstanding 
Earnings per share: 

Class B voting. 

Class A non-voting: 

In escrow (Note 1) . 

Other outstanding. 

Common dividends paid (Note 2) 

Per share (Note 3) . 

Stock dividends issued . 

Stores in operation at year-end. 


share per annum. 


ISTICAL 

I’AST TW 

For the y 

SUMMA1 

O YEAR 

ear ended 

February 24, 

February 25, 


1962 


1961 

S 96,227,051.04 

S 92,510,205.83 

$ 

3,742,374.95 

S 

3,809,486.34 

S 

1,914,857.79 

s 

1,973,841.29 

$ 

1,827,517.16 

s 

1,835,645.05 

$ 

13,775.00 

s 

14,187.50 

s 

1,813,742.16 

s 

1,821,457.55 


170,876 


165,100 


130,730 


179,385 


920,093 


843.0-’ 1 


1,221,699 


1,187,509 

$ 

1.48 

s 

1.53 

s 

1.48 

s 

1.53 

s 

1.48 

s 

1.53 

s 

538,110.37 

s 

506,485.89 

s 

.42 

$ 

.42 


3 y 2 % 


3 v 2 % 


36 


33 

i ted to 

a maximum of 

16%< 

per 


Note 2. Includes cash dividends paid for fractional shares on stock dividends hut excludes any value applicable 
to stock issued as a stock dividend. 


Note 3. This excludes cash paid for fractional shares, is applicable only to non-escrowed common stock, and 
represents only the three quarterly cash dividends paid in each year. 
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REVIEW OF OPERATIONS 


SCOPE OF THE REPORT 

The information contained in this report relates to the operations of the 
Company and its three wholly owned subsidiaries. At February 24, 1962, the Company 
operated thirty-six retail grocery super markets, three of which had been opened during 
the year. No stores were closed. 

The wholly owned subsidiaries consist of Hart Stores, Inc., which is engaged 
in the retail sale of drugs, drug products and non-food items; Buckeye Premium Stamps, 
Inc., engaged in the sale and redemption of trading stamps; and Zane Trail Realty, Inc., 
engaged in the development and construction of shopping areas. 

FINANCIAL STATISTICS 

The statistical summary on page 5 presents the more important financial 
items of the last two completed fiscal years on a comparative basis. 

SALES 

Sales of the Big Bear Stores Company and subsidiaries for the year ended 
February 24, 1962, amounted to $96,227,051.04, a new record. This exceeded by $3,716,- 
845.21, the record of $92,510,205.83 established last year, an increase of 4.0%. 

The chart on page 7, shows continuous growth in sales over the past ten 
years. The totals include sales by Hart Stores, Inc., from the date of acquisition, December 
27, 1954; the income of Buckeye Premium Stamps, Inc., since its inception on October 3, 
1955; and rental income from Zane Trail Realty, Inc., from March 25, 1958, the date of its 
organization. Intercompany transactions have been eliminated from the consolidated sales. 

EARNINGS 

The consolidated net income, before Federal income tax amounted to $3,742,- 
374.95, including special adjustments of $17,897.73, which are non-recurring. After deduc¬ 
tion of $1,914,857.79, for Federal income tax, the resulting net income was $1,827,517.16, 
as compared to $1,835,645.05 for the year ended February 25, 1961, a decrease in earn¬ 
ings for the current year of $8,127.89. 

After meeting preferred stock dividend requirements of $13,775.00 the 
earnings per share for Class A and Class B common stock amounted to $1.48 on the shares 
outstanding at the end of the year. This compares to $1.53 per share for the year ended 
February 25, 1961. However, there were 34,190 fewer shares outstanding at the end of 
last year. The increase this year was the result of the stock dividend on Jan. 1, 1962. 

The Statement of Income and Earned Surplus shown on page 11 of this 
report shows further details of the operations for the year. 

CHART SHOWING PROFIT BEFORE 
FEDERAL INCOME TAX 

On page 10 is a graphical presentation of the 
distribution of the profit before Federal income tax, showing 
the portions going to the Federal income tax, dividends and 



6 






CONSOLIDATED CROSS SALES 


MILLIONS 
OF DOLLARS 



1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 


GROSS SALES FOR FISCAL YEAR ENDING IN: 


1953 . . . . 

.$ 39 , 180 , 749.54 

1958 

.$ 74 , 398 , 756.71 

1954 . . . . 

. 43 , 652 , 370.82 

1959 .... 

. 79 , 737 , 504.90 

1955 .... 

. 54 , 603 , 943.30 

1960 .... 

. 88 , 634 , 599.02 

1956 . . . . 

. 61 , 205 , 427.54 

1961 .... 

. 92 , 510 , 205.83 

1957 .... 

. 71 , 490 , 808.15 

1962 . 

. 96 , 227 , 051.04 


the amount retained for future operation and expansion. Based on the current Federal 
income tax rates, the Corporation was taxed at the effective rate of 51.17% of its net profits 
before Federal income tax. 

In arriving at the net income before Federal income tax, $759,303.43, was 
deducted from income for various State and local property and excise taxes as well as 
Federal and State social security and payroll taxes. Therefore, the Corporation’s net income 
before any direct taxes were paid amounted to $4,501,678.38 with $2,674,161.22, or 
59.4% of the total, being paid in direct taxes. 

(Continued on Page 10) 
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Wayne E. Brown throws the first ball openii 
Big Bear's efforts, the “Jets" opening nig 


"Bullet Bob" 
films of the 
football tean 
Thanksgiving 

















BIG BEAR PROMOTIONS DURING 1961 


Vigorous, exciting promotions during the year helped bring 

i. 

thousands of additional customers to Big Bear. 



tg the 1961 Columbus Jet Season. Thru 
ht was enjoyed by a capacity crowd. 



I Ferguson , Ohio State's “All American" fullback previews the 
1961 American Football Coaches Association's "All American ” 
Big Bear sponsored the showing of this team on WBNS-TV on 
Day. 


Future promotions of the type graphically illustrated 
on these pages are already being planned for the coming 
year to help assure continued profits and progress. 



Mr. Michael M. Knilans greets Miss Paula Hess, 
Jackson County's 1961 Apple Queen. The Apple 
Queen and her court were guests of Big Bear for 
a week. 
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Big Bear's 1960 “Checker of the Year” Mary Rogers, 
right, crowns Miss Rita Lundgren, the 1961 Big Bear 
representative in the annual Checker of the Year 
contest sponsored by Super Market Institute and 
the National Cash Register Company. 





























CONSOLIDATED PROFIT BEFORE FEDERAL 
INCOME TAX AND DISTRIBUTION THEREOF 


4 , 200,000 



Profit before Federal Income Tax 
Federal Income Tax 


□ Retained earnings 
I Cash dividends paid* 


*ln addition to the cash divi¬ 
dend paid, beginning in 1958, 
a 5% common stock dividend 
was issued in 1958 and 1959, 
and a 3 Vj % common stock 
dividend was paid in 1960, 
1961 and 1962. 


(Continued from Page 7) 


DIVIDENDS 

Cash dividends on Big Bear Company’s Class A and Class B common stock 
not held in escrow were paid at the rate of 42^ per share, paid in three equal quarterly 
installments on April 1, July 1, and October 1. In addition, 16%^ per share was paid on 
the Class A common stock in escrow. The total thus paid on the common stock was 
$538,110.37. 


In addition to the cash dividends, the Corporation continued its policy of 
paying stock dividends. On January 1, 1962 a 3]A% dividend payable in common stock 
was paid on a stock not held in escrow. The total shares issued as a stock dividend and the 
increase in stated values of the common stock on the balance sheet is as follows: 


Number 
Of Shares 


Class A common stock . 28,414 

Class B common stock . 5,776 

Total increase . 34,190 


Fractional shares were paid in cash at the rate of $27.00 per share. 


Stated 

Value 

$767,178.00 

155,952.00 

$923,130.00 


(Continued on Page 15) 
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BIG BEAR STORES COMPANY 
AND WHOLLY OWNED SUBSIDIARIES 

COLUMBUS, OHIO 


p 

STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEARS (52 WEEKS) ENDED 
FEBRUARY 24, 1962 AND FEBRUARY 25, 1961 



Februarv 24, 

Februarv 25, 


1962 

1961 

Gross sales and other income. 

$96,227,051.04 

$92,510,205.83 

Cost of sales and expenses excluding depreciation . . 
Profit before depreciation and federal taxes 

91,191,741.39. 

87,538,452.14 

based on income . 

$ 5,035,309.65 

$ 4,971,753.69 

Depreciation 

Profit from operations before federal taxes 

1,310,832.43 

1,162,267.35 

based on income . 

$ 3,724,477.22 

$ 3,809,486.34 

Federal taxes based on income for the current year . . 

1,914,857.79 

1,973,841.29 

Net profit from operations for current year. 

Adjustment to reflect examination by Internal 

S 1,809,619.43 

$ 1,835,645.05 

Revenue Service through February 27, 1960 . . . 

17,897.73 


Net profit to earned surplus. 

S 1,827,517.16 

$ 1,835,645.05 

Earned surplus at beginning of year. 

6,935,320.59 

6,232,268.93 

Dividends: 

$ 8,762,837.75 

$ 8,067,913.98 

Paid in cash . 

31/ 2 % stock dividend (at market value on 

S 551,885.37 

$ 520,673.39 

dividend date) . 

923,130.00 

611,920.00 

Total dividends . 

$ 1,475,015.37 

$ 1,132,593.39 

Earned Surplus at end of year. 

$ 7,287,822.38 

$ 6,935,320.59 
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BIG BEAR STORES COMPANY 

COLUMBUS, 

BALANCE SHEET 


ASSETS 

CURRENT ASSETS 

Cash on hand and in banks. $ 3,024,328.49 

U. S. Treasury bonds at cost, less amortized premium 

(Market value $399,500.00) . 403,175.38 

Notes receivable and accrued interest . 85,925.34 

Accounts receivable . 175,620.84 

Merchandise inventory at lower of cost or market . 7.086,896.80 

Real estate developed and held for resale — net of depreciation. 951,414.06 

Other current assets . 7,182.07 

Total current assets . $11,734,542.98 


OTHER ASSETS 

Cash surrender value of life insurance on officers 

Investments, at cost . 

Miscellaneous other assets . 

Total other assets . 

PROPERTY ASSETS — (at cost) 

Buildings . . . 

Leasehold improvements . 

Store and warehouse fixtures and equipment 

Office equipment . 

Automobiles and trucks . 

Other depreciable assets . 

Total . 

Less reserves for depreciation and amortization 

Net property assets subject to depreciation and 

amortization . 

Land . 

Construction in progress . 

Net property assets . 

DEFERRED CHARGES 

Prepaid insurance . $ 224,727.62 

Unamortized debenture discount and expense. 59,664.06 

Lease acquisition costs less amortization . 29,430.32 

Other deferred charges . 115,523.96 

Total deferred charges. 429,345.96 


$ 229,598.49 

4,130,136.63 
7,078,439.84 
236,675.27 
410,465.91 
91,526.90 
$12,176,843.04 
6,267,310.99 


$ 5,909,532.05 
485,926.70 
178,870.44 

. 6,574,329.19 


$ 56,432.23 

167,199.02 
30,000.00 

253,631.25 


TOTAL ASSETS 


$18,991,849.38 
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AND WHOLLY OWNED SUBSIDIARIES 

OHIO 

FEBRUARY 24, 1962 



LIABILITIES 


CURRENT LIABILITIES 

Notes payable — due within one year. 

Accounts payable — trade . 

Accrued taxes: 

Other than federal taxes based on income . $ 575,658.81 

Balance of federal income tax for current year . 1,042,616.97 

Balance due trustees of employees’ profit sharing and 

pension plans for the current year. 


Estimated cost of redeeming Buckeye Premium stamps 

issued and outstanding. 

Payments due sinking fund for retirement of debentures (Note A) 

Other current liabilities . 

Total current liabilities . 

DEFERRED INCOME . 

Total current liabilities and deferred income . 

LONG-TERM INDEBTEDNESS 


Notes payable less payments due within one year $ 53,733.38 

Twenty-year 4V6 % sinking fund debentures due July 15, 1974 

less amount payable to sinking fund within one year (Note A) ... 1,697,500.00 

Total long-term indebtedness . 

Total liabilities (Note B) . 


S 453,733.38 
2,301,518.39 


1,618,275.78 

213,277.40 

1,048,089.32 
100,000.00 
180,256.81 
$ 5,915,151.08 
163,115.54 
$ 6,078,266.62 


1,751,233.38 
$ 7,829,500.00 


NET WORTH 

CAPITAL STOCK 

Prior preferred stock, 5% cumulative, $100.00 par value: 

Authorized 3,500 shares; issued and outstanding 

2,740 shares at par value. $ 274,000.00 

Preferred stock, 5% cumulative, $100.00 par value: 

Authorized 36,000 shares — none issued (Note C) 

Common stock — stated value: 

Class A, non-voting $.33% par value: 

Authorized 1,300,000 shares; 

Issued and outstanding 1,050,823 

of which 130,730 are held in escrow 

(Note D) $ 2,911,022.50 

Class B, voting $.33*4 par value: 

Authorized 275,000 shares; 

Issued and outstanding 170,876 . 617,633.75 

Total common stock at stated value . 3,528,656.25 

Total capital stock . $ 3,802,656.25 

SURPLUS 


Paid-in surplus . $ 71,870.75 

Earned surplus (Note E) . 7,287,822.38 

Total surplus .. 7,359,693.13 

Total net worth .. . 

TOTAL LIABILITIES AND NET WORTH . 

Notes to the financial statements begin on page 16 and should be read in connection herewith. 


11,162,349.38 

$18,991,849.38 
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Big Bear customers like the wide, clear aisles and conveniently arranged checkout lanes. 



Top quality meats, attractively displayed in refrigerated cases, are featured in all Big Bear stores. 
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(Continued from Page 10) 

BALANCE SHEET COMMENTS 


Consolidated net working capital increased to $5,819,391.90 from 
$5,052,715.60 at last year-end. The ratio of current assets to current liabilities was 
$11,734,542.98 to $5,915,151.08 or 2.0 to 1. 

Inventories at the balance sheet date totaled $7,086,896.80, an increase of 
$430,922.50 over last year’s inventory of $6,655,974.30. 

Net purchases of property assets during the year were $1,550,473.98 while 
the provision for depreciation and amortization was $1,310,832.43. Thus the capital 
expenditures exceeded depreciation and amortization by $239,641.55. 


A comparative statement of source and application of funds is as follows: 



Year ending 

Year ending 


February 24, 

February 25, 


1962 

1961 

FUNDS PROVIDED 

Net Profit. 

$1,827,517.16 

$1,835,645.05 

Depreciation. 

1,310,832.43 

1.162,267.35 

Increase (decrease) in deferred income 

1,106.47 

(3.496.18) 

Net (gain) or loss from disposition of 
property assets. 

(3,995.60) 

80.686.18 

Funds provided . 

$3,135,460.46 

$3,075,102.40 

FUNDS APPLIED 

Cash dividends paid. 

$ 551,885.37 

$ 520.673.39 

Additions to property assets (net) . . . 

1,550.473.98 

2,030.637.32 

Reduction in long-term indebtedness 
and retirement of stock. 

162,733.38 

150,733.32 

Net increase (decrease) in other assets, 
deferred charges and prepaid 
expenses . 

103,691.43 

(28.811.02) 

Increase in working capital. 

766.676.30 

401.869.39 

Funds applied . 

$3,135,460.46 

$3,075,102.40 


FINANCIAL STATEMENTS 

A comparative statement of income and 
earned surplus and a balance sheet as of February 
24, 1962, together with notes to the financial state¬ 
ments and the independent auditor’s certificate 
applicable thereto, are presented in this report. 





15 




































NOTES TO FINANCIAL STATEMENTS 
FEBRUARY 24, 1962 


NOTE A 

The aggregate principal amount of debentures and addi¬ 
tional debentures which may he issued by Big Bear Stores 
Company, under the original indenture or indentures 
supplemental thereto, is $1,750,000.00, subject to certain 
restrictions included therein. The amount authorized and 
issued July 15, 1954, under the original indenture was 
$2,000,000.00. During December, 1955, an additional 
$500,000.00 was issued under a supplemental indenture. 

As and for a sinking fund for the retirement of deben¬ 
tures prior to their expressed maturity, the Company is 
required to deposit with the trustee on November 1, of 
each year, to and including November 1, 1973, cash in the 
amount of $80,000.00 plus four percent (4%) of the prin¬ 
cipal amount of all debentures authorized and issued 
under the indenture in excess of $2,000,000.00, and not in 
excess of $2,500,000.00 as of the end of each preceding 
fiscal year. During the current year $100,000.00 was retired 
through the sinking fund and $100,000.00 will he due to 
the sinking fund on or before November 1, 1962. 

For restriction on dividends imposed by the debenture 
indenture, see Note E. 

NOTE B 

At February 24, 1962, leases were in effect on ware¬ 
houses, the general office, parking lots, and stores (operat¬ 
ing stores and stores under construction ) which provide 
for an annual net rental of approximately $637,000.00 on 
leases expiring during the ten year period from February 
25, 1962 to February 24, 1972; for approximately 
$461,000.00 on leases expiring during the ten year period 
from February 25, 1972 to February 24, 1982; and for 
approximately $60,000.00 on leases expiring after 1982. 
Leases on stores to he constructed are not included in 
the above figures. 

In computing these amounts the rental income on sub¬ 
leases has been deducted from gross rentals. Most store 
leases have renewal clauses exercisable at the option of 
the Company, with little or no increase in annual rental. 
Certain leases provide for additional rental payments 
based on sales volume, which amounts are not included 
in the net rentals shown, because of the indeterminate 
nature of the rentals. 

note c 

None of the presently authorized preferred stock has 
been issued. When and if issued, the preferred shares 
($100.00 par value, entitled to $5.00 cumulative dividends) 
will he preferred as to dividends and liquidation over any 
other class of shares except prior preferred shares. No 


sinking fund for redemption of shares is required. Pre¬ 
ferred shares may later be issued in exchange for common 
stock under “Agreement for Exchange of Stock” as out¬ 
lined in Note D. The price at w hich the common stock is 
to be exchanged for the preferred stock is $10.00 per 
share. 

Under certain circumstances, the Company would he 
obligated to repurchase the preferred stock in later years. 

For further detail, see Note I) below’ and the exchange 
agreement. 

NOTE D 

130,730 shares of the Class A non-voting stock are in 
the hands of an escrow agent, held under the terms of an 
escrow agreement dated January 12, 1957. Of this amount, 
23,152 shares are on option to designated employees and 
associates of Big Bear Stores Company; and 15,000 shares 
are on option to Wayne E. Brown, President of the 
Company, all at a price of $10.00 per share, which options 
may only he exercised from May 15, 1958 to May 15, 1963. 
An additional 92,578 shares may he optioned to employees 
and associates of the Company at the discretion of the 
President insofar as such shares are available in escrow’. 
To the extent that these options are exercised, the escrow 
stock will he reduced and the total Class A common stock 
issued and outstanding, free from escrow, will be in¬ 
creased. 

Under the “Agreement for Exchange of Stock” dated 
January 12, 1957, preferred stock may be issued in ex¬ 
change for shares of ('lass A common stock, unless the 
Company or optionees shall have acquired all of the 
130,730 shares of Class A common stock now held in 
escrow. 

The Class A common stock remaining in escrow will 
share equally in dividends with all other common shares 
up to hut not in excess of 16%< cash per share per cal¬ 
endar year, until such time as said shares are released 
from escrow. 

NOTE E 

The Corporation’s debenture indenture dated July 15, 
1954, contains a restriction on certain dividends, which, 
when applied to the parent company only, would provide 
$2,394,566.47 of earned surplus available for dividends. No 
restriction is placed on dividends paid in common stock 
of the Company, nor to an annual amount of $35,000.00 
which is excluded from the restrictions. 

The applicable provisions are as follows: 

“The Company will not declare or pay any dividends 
on its preferred or common stock or make any other 
distribution by purchase of shares or otherwise in 
excess of the aggregate sum of $35,000.00 per year, 
unless said excess be paid out of earned surplus avail- 
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able for dividends accumulated from operations sub¬ 
sequent to February 28, 1954, provided that: 

(a) until two thirds (2/3) in principal amount of the 
total debentures authorized and issued hereunder 
(and under any indenture or indentures supple¬ 
mental hereto) shall have been retired, only 50% 
of said earned surplus available for dividends may 
he used for such purposes, 

(b) the aggregate of Thirty-five Thousand Dollars 
($35,000.00) per year in dividends permitted to he 
paid out of earned surplus accumulated at Feb¬ 


ruary 28, 1954, shall not be charged against the 
distributable earned surplus accumulated subse¬ 
quent to February 28, 1954.” 

Certain other restrictions on the payment of divi¬ 
dends are imposed in the debenture indenture, com¬ 
puted according to the details and definitions set out 
in the applicable provisions. The Company may not 
pay dividends on common stock in event the payment 
of any dividend on prior preferred, or preferred shares, 
is in arrears, which restriction is not applicable at the 
balance sheet date, since all required prior preferred 
dividends have been paid. 


REPORT OF AUDITORS 

TO THE SHAREHOLDERS OF BIG BEAR STORES COMPANY: 

We have examined the consolidated balance sheet of Big Bear Stores Company and subsidiaries as of 
February 24, 1962, and the related statements of consolidated income and surplus for the year (fifty-two 
weeks) then ended. Our examination was made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 

In our opinion the accompanying consolidated balance sheet and statements of consolidated income and 
surplus present fairly the financial position of Big Bear Stores Company, and subsidiaries as of February 24, 
1962, and the results of their operations for the year (fifty-two weeks) then ended, and were prepared in 
conformity with generally accepted accounting principles applied on a basis consistent with that of the 
preceding fiscal year. 

E. C. REDMAN 

Certified Public Accountant 

Columbus, Ohio 
April 30, 1962 
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